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INTRODUCTION 



This paper prepared by the staff of the Illinois Board of Higher 
Education is an assessment of future resource requirements for Illinois 
higher education operations and grants. 

Predicting resource requirements is most difficult. Possibly the 
most useful outcome of projecting resource requirements as a part of a 
master planning study is to identify some of the significant trends 
which will possibly occur during the planning period. A further purpose 
is to identify early some of the problems which are likely to occur in 
the future. 

The next decade in higher education will probably be considerably 
different than nhts last decade. While the previous decade was a 
period in which substantial enrollment growth occurred and substantial 
funding was provided, the next decade for higher education could be 
one of limited additional financial support and very modest enrollment 
growth followed by enrollment declines. The coming decade will be an 
opportunity to reassess priorities in Illinois higher education and to 
enhance the quality of existing higher education programs and activities. 

Chapter II will present a summary of trends in enrollments and in 
financing higher education in Illinois for the period fiscal years 1966- 
1976 inclusive. Projections of resource requirements for Illinois 
higher education operations and grants, assuming no major changes, are 
presented in Chapter III. A revenue deficit is projected under all of 
the projections series. Chapter IV discusses additional resource re- 
quirements as well as financing issues for addressing the revenue deficit 
projected in Chapter III. 



II. HISTORICAL TRENDS IN FINANCING ILLINOIS HIGHER EDUCATION 



The following Is a summary of trends in financing higher education 
in Illinois for the period, fiscal year 1966 through 1976. Financial 
data used for compiling these financing trends includes reports of 
actual expenditures of State appropriated funds and actual appropriations 
when spending data was not available. 

Enrollment Growth 

During the period FY1966 through 1975, substantial enrollment 
growth occurred in Illinois. Table II-l shows headcount and full-time- 
equivalent (FTE) enrollment growth for this period. PTE enrollments 
grew from 238,131 in fiscal year 1966 co 382,537 in fiscal year 1975. 
Table II«*2 shows an index of headcount and FTE enrollment growth by 
three major sectors-public universities, public community colleges and 
private colleges and universities. Substantial growth in headcount 
enrollment has occurred in the public universities and community colleges 
while modest enrollment growth has occurred among the private colleges 
and universities. However, there have been stable FTE enrollment levels 
since FY1972 in the public universities and in the private sector while 
FTE enrollments at the public community colleges have continued to in- 
crease during these years. 

Growth in Financial Support 

While there has been substcntial ^enrollment growth during the period 
FY1966 through 1975, there has also been substantial growth in the level 
of State financial support. Tables II-3 A and B shows total State 
expenditures for higher education by major component for the period 
FY1966 through FY1976. Total State expenditures include general 
revenue tax appropriations and universities income fund appropriations. 
Universities income fund appropriations are comprised primarily of 
revenues collected through student tuition and fee charges by the public 
universities. This data shows that financial support increased from 
$206 million in FY1966 to $770 million in FY1976. Financial support to 
higher education has more than tripled during this period. 

During the period FY1966 to FY1975 a number of new initiatives in 
Illinois higher education have been undertaken. Direct financial assist- 
ance to private colleges and universities has been provided through the 
Illinois Financial Assistance Act for Nonpublic Institutions of Higher 
Education since FY1972. This funding program supplements indirect 
assistance to private colleges and universities through grant programs 
of ISSC. A major health education program expansion was begut at: .)oth 
public and private universities. Substantial new funds have been 
allocated to public universities for expansion of an existing nev.ical 
school and the creation of a new medical school. In addition, financial 
grants are made to private universities through the Health Ser/ices 
Grants Act for health education program expansion. Substantial 
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improvements were made to the grant programs of the ISSC. These improve* 
ments have resulted in more than 50,000 students attending public and 
private institutions each year with an ISSC award of grant assistance. A 
substantial portion of the public community college system has been built 
and financed during this period. In addition, special programs for 
encouraging cooperation among all Institutions, both public and private, 
have been initiated, special programs for disadvantaged students have 
been established and substantial gains In faculty and administrative 
salaries have been achieved. Two new public universities have been 
established to serve upper division and masters level student enrollment. 

During the period, FY1966 through 1976, total general revenue tax 
funds for the State of Illinois grew from Just over $1 billion In FY1966 
to about $3.8 billion In FY197S. Currently, It Is estimated that total 
general revenue tax funds for FY1976 will exceed $4 billion. Tables II-4 
A and B shows the level of general revenue tax expenditures to Illinois 
higher education for the period fiscal year 1966 through 1976. During 
this period financial support grew from $197 million In FY1966 to $688 
million In FY1976. An often**used measure of state financial support to 
higher education Is the portion of state general revenue tax funds 
appropriated to higher education. 

Table II«*5 shows total general revenue tax funds for each of the 
Fiscal years 1966 to 1976. The table also shows the percentage share of 
general revenue tax funds appropriated to higher education institutions 
and programs. The data in Table II**5 indicate a substantial Increase in 
the amount of general revenue tax funds available In FY1970. This major 
revenue Increase was due primarily to the initiation of a State per- 
sonal and corporate income tax. All other annual revenue Increases have 
resulted from minor changes to the taxing structure and general growth 
in the State's economy. 

Tables II-6 A and B shows total state expenditures for public 
universities by governing system and individual caucuses. Tables II«7 
A and B shows total general revenue tax support for public universities 
by governing system and Individual campus. These triio tables indicate 
that substantial growth In financial support for public universities 
has occurred during the last decade. In some cases, campus-by^ampus 
appropriation and expenditure data were not available for the con- 
struction of these two tables. 

Table II-8 shows total audited operating expenditures for the 
public community colleges by major functional area from fiscal year 1968 
through 1975. This table shows that expenditures at the community 
colleges have more than quadrupled In this period. This reflects the 
major growth In enrollment which has occurred In this sector of Illinois 
higher education. Table II«*9 shows total audited operating revenues for 
the public community colleges. These data Indicate the degree to which 
community colleges rely on multiple revenue sources for financial 
support. Table II«*10 shows the proportional amount from each of the 
five funding sources for FY1968 and FY1975. 
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Table 11-10 



Percentage Amount of Revenue 
By Source of Fund, FY1968 and 
1975, Public Consnunlty Colleges 



Source of Funds 



FY1968 



FY1975 * 



Local Taxes and C3iargebacks 

Tuition and Student Fees 

State Funds 

Federal Funds 

Other Sources 

Total 



51.67. 

10.87. 

26. 4Z 
3.8Z 
7.4Z 
100.0% 



35.6% 
16.3% 
41.4% 
4.9% 
1.8% 
100.0% 



* Budgeted Revenues 

This table shows that state funds and tuition and student fee 
revenue sources have been increasingly important in providing financial 
support to community colleges. Local tax revenue has been declining in 
importance. This is an indication of tha failure of local property tax 
revenues to keep pace with enrollment growth in the cotominity colleges 
and with general monetary growth in the economy. 

Tables 11-11 A and B rhows the growth in financial awards to students 
through the monetary aT>ard programs of ISSC by the three major sectors of 
higher education. ISSC programs have increased from about $4.4 million 
in FY1966 to more than $73 million in FY1975. Growth in total dollars 
awarded as monetary grants to students enrolled in public universities 
grew from less than $1 trillion in FY1966 to $18.2 million in FY1975. 
Awards to students of private institutions grew from $3.6 million in 
FY1966 to almost $33.0 million in FY1975. 

Table II**12 shows the growth in the number of monetary awards by 
major sector. The total number of monetary awards has increased ten- 
fold since fiscal year 1966. The largest growth in the number of 
monetary awards made has occurred in the public university and public 
comnunity college sectors. From another perspective, 3.1 percent of 
total PTE enrollment received an ISSC monetary award in FY1966. By 
fiscal year 1975, more than 20 percent of the total FTE enrollment 
received an award. While total FTE enrollment does include graduate 
enrol ImentSf and graduate students are not eligible for ISSC assistance^ 
this measure does indicate the substantial growth in the scope of ISSC 
programs since fiscal year 1966. 

Impact of Inflation on Financial Support 

In recent years, inflation has reached record high levels. The 
impact of inflation is first felt by individuals in their personal and 
household budgets but inflation also has affected the financial support 
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received by governmental agencies and institutions. Most governmental 
agencies and institutions cannot pass along the full impact of in- 
flation by raising prices for services rendered. Therefore, govern- 
mental agencies and institutions must rely on the responsiveness of the 
state revenue structure to high rates of inflation. In Illinois, the 
State tax structure is responsive to inflationary levels. 

The impact of inflation on financial support to Illinois higher 
education is shown in Tables 11-13 A and B through 11-18 A and B. In 
these tables, financial support has been adjusted to remove inflation, 
using the Gross National Product (6NF) Iflq)licit Price Deflator series. 
The GS? Implicit Price Deflator is a method the Department of Commerce 
uses for expressing GNP in real dollar terms, reflecting the total range 
of goods and services produced. The following tables show support to 
Illinois higher education both as an index compared to the GNP deflator 
and in real, deflated dollars. The indices are expressed in 1000' s 
and Fiscal year 1975 is used as the base year. Therefore, in reading 
the index, you must read back from Fiscal year 1975. 

Tables 11*13 A and B shows total State expenditures for higher 
education by major component. After adjustments for inflation, financial 
support to Illinois higher education has declined in recent years. Real 
dollar support for public universities, public community colleges, fi-* 
nancial assistance programs for pr ivate in stitutions all declined in 
FY1975. Tables 11-14 A and B shows real dollar support by major component 
provided by general revenue fund appropriations. When adjusted for in- 
flation, general revenue tax support for most of the major components of 
Illinois higher education has also declined. 

Tables 11-15 A and B shows State appropriated financial support to 
Illinois higher education by major component, indexed to Fiscal Year 
1975. An index of general revenue tax support is shown in Tables 11-16 
A and B by major higher educational component. 

Tables 11-17 A and B show total State expenditures for public 
universities deflated to 1966 dollars. Tables 11-18 A and B show 
total State general revenue fund expenditures for public universities 
deflated to 1966 dollars. 
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Tables 11-19 A and B shows ISSC monetary awards by the three major 
sectors deflated to Fiscal Tear 1966 dollars. Monetary awards have 
also been affected by recent high levels of inflation. 

Unfortunately, inflation has a great impact on higher education 
resource requirements. Higher education has been a labor intensive 
production enterprise. The largest single cost factor is personal 
wages and salaries. High levels of inflation erode wages and salaries 
and result in significant demands for increases in the personal services 
share of institutional budgets. If these demands are met, personal 
services become proportionally a larger share of the total institutional 
budget. 
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At the same time that the rate of inflation began to increase, 
enrollmencs began to level off or decline in many schools « Thus look- 
ing at the impact of inflation alone without examining unit costs is 
somewhat misleading. 

Public universities and public community colleges in Illinois have 
been participating in a statewide study of costs for almost a decade. 
A review of these cost study reports over time shows that financial 
support to Illinois higher education has been remarkably stable. Table 
11-20 shows instructional costs by undergraduate and graduate levels for 
public universities for the period FY1967 through 1974, adjusted to 
FY1966 dollars. Undergraduate credit hour costs were $39.50 In FY1967 
and $37,60 In FY1974. The costs for all activities ab public universities 
excluding maintenance of physical plant have not changed during this 
period. They were $45.70 In FY1967 and In FY1974. The data In this 
table from a different perspective Indicates the impact Inflation has had 
on funding support for higher education as well as the funding choices 
which have been made by the colleges and universities. 

Data shown In Table 11-21 is also based on the statewide cost study. 
This data Is taken from the public university and community college 
studies, showing the percentage of total costs attributed to Instruc- 
tional activities. These percentages have not changed significantly 
over time. The percentage of total costs allocated to Instructional 
activities has actually Increased slightly In recent years. 

Comparisons With Other States 

Another measure of a state's financial support to higher education 
is a comparison to levels of support In other states. Recently, the 
State of Washington Council on Higher Education completed a report 
entitled Financial Support of Higher Education In Washington . In this 
report, there Is higher education financial support data from all 50 
states. Table 11-22 shows combined state and local appropriations for 
higher education per FTE student. With this measure Illinois ranks 
third In financial support per student. Table 11^23 shows combined 
state and local appropriations for higher education per $1,000 of per 
capita personal Income. With this measure Iirinois ranks sixteenth 
among the other states. The final measure selected from the State of 
Washington Report is shown In Table 11-24. This table shows combined 
state and local appropriations for higher education on a per capita 
basis. Illinois ranks ninth, substantially above the national average* 

I^lle these measures were based on data for only Fiscal Tear 1974, 
they do indicate that relative to other states Illinois has provided 
substantial financial support to higher education. It Is an accom- 
plishment of which the citizens of Illinois can be proud. 
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Table XI-22 

Combined State and local Appropriationa for Higher Education 



Per FfS Enrollment, FV1974 



State 

1 . New York 

2. Alaska 

3. Illinois 

4. Wisconsin 

5. Pennsylvania 

6. Iowa 

7. South Carolina 

8. New Jersey 

9. Georgia 

10. Wyoming 

11. North Carolina 

12. Kansas 

13. Florida 

14. Mississippi 

15. Indiana 

16. Michigan 

17. Ohio 

18. Idaho 

19. Maryland 

20. Missouri 

21. Kentucky 

22. Arizona 

23. Arkansas 

24. Rhode Island 

25. Connecticut 

26. Maine 

27. California 

28. Minnesota 

29. Delaware 

30. Montana 

31. Oregon 

32. West Virginia 

33. Hawaii 
34.., Texas 

35. Washington 

36. Nevada 

37. Virginia 

38. Alabama 

39. Massachusetts 

40. Louisiana 

41. Tennessee 

42. Nebraska 

43. Utah 

44. New Mexico 

45. Colorado 

46. South Dakota 

47. Vermont 

48. North Dakota 

49. Oklahoma 

50. New Hampshire 

National Average 

Source: Council of Higher Education, State of Washington 
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T«bl« 11-23 



Comblntd Sf te Local Appropriitiong for HiahT Education 
on a Pt Capita Baals, FY1974 



State 

1 . Arizona 

2. Wisconsin 

3. Wyoming 

4. New York 

5. Kansas 

6. California 

7. Alaska 

8. Washington 

9. Hawaii 

10. Oregon 

11. minols 

12. Michigan 

13. Idaho 

14. Delaware 

15. Mississippi 

16. Iowa 

17. Colorado 

18. UUh 

19. North Carolina 

20. Montana 

21 . South Carolina 

22. Maryland 

23. North Dakota 

24. New Mexico 

25. Florida 

26. Texas 

27. Nevada 

28. Minnesota 

29. Georgia 

30. Missouri 

31. West Virginia 

32. Indiana 

33. Ohio 

34. Kentucky 

35. Nebraska 

36. '^PennsyYvan1a 

37. Rhode Island 

38. New Jersey 

39. Virginia 

40. Louisiana 

41. Alabama 

42. Vermont 

43. Connecticut 

44. Maine 

45. South Dakota 

46. Oklahoma 

47. Arkansas 

48. Tennessee 

49. Massachusetts 

50. New Hampshire 

National Average 

Source: Couacll of Higher Education, State of Washington 

11-43 





Rank In 


Amount 


1972-73 
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50.03 


17 


49.18 


18 
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T«bl« II -24 

Canbtaad Stata and Local Aocroorlatlons far Hlthtf Mueidon 
?er SI. OOP of ?er Colea ?griotul Incoa« . rfl97& 



State 

1 . Arizona 

2. Wisconsin 

3. Wyoming 

4. Mississippi 

5. Kansas 

6. Utah 

7. Oregon 

8. New York 

9. California 

10. South Carolina 

11. Idaho 

12. Washington 

13. Hew Mexico 

14. North Carolina 

15. Hawaii 

16. Alaska 

17. West Virginia 

18. Montana 

19. Colorado 

20. Michigan 

21. nUnols 

22. Kentucky 

23. Iowa 

24. Louisiana 

25. Alabama 

26. Texas 

27. Georgia 

28. Delaware 

29. Florida 

30. Vermont 

31. Maryland 

32. Missouri 

33. Maine 

34. Minnesota 
3S...Arkansas 

36. Indiana 

37. Rhode Island 

38. Ohio 

39 w North Dakota 

40. Pennsylvania 

41. Tennessee 

42. Virginia 

43. Oklahoma 

44. Nebraska 

45. Nevada 

46. South Dakota 

47. New Jersey 
43. Connecticut 

49. Massachusetts 

50. New Hampshire 



Appropriations Per 
Si .000 Income 

$18.82 
18.20 
17.99 
16.47 
14.59 
14.17 
14.03 
13.96 
13.75 
13.56 
13.52 
13.24 
12.98 
12.65 
12.30 
11.95 
11.55 
11.49 
11.49 
11.16 
11.12 

jna 

10.97 
10.82 
10.75 
10.68 
10.53 
10.14 



99 
77 
54 
50 
47 
39 
9.32 
9.17 
9.07 
8.98 
8-90 
8.83 
8.78 
8.72 
8.53 
8.42 
8.41 
8.08 
7.34 
6.56 
5.90 
4.67 



Rank In 
1972-73 

2 
3 
8 
1 

24 

10 
12 
2S 

6 
19 

9 

n 

9 

IS 

3 

7 
17 
22 
13 
26 
IS 

14 
27 
23 
39 
20 
30 
37 
21 
38 

33 ■ 

29 

38 

28 

43 

35 

32 

41 

18 

45 

42 

34 

a 

31 
46 
40 
47 
48 
49 
50 



National Average 



1M3. 



Sourc«- Council of aigh«r Sducaeion, Sue* o£ Washlngcoo 
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III. RESOURCE REQUIREMENTS FOR THE FUTURE 



Developing accurate, realistic, and understandable projections of 
resource requirements for higher education in Illinois is a difficult 
task. Many factors are involved, their interrelationships are complex, 
and a significant degree of uncertainty cannot be avoided even under 
the best of circumstances. The projection techniques used in this 
chapter were selected because they seemed most likely to provide an 
understandable and useful representation of the coming years. While 
these projections cannot be assumed ^ predict accurately future con- 
ditions in minute detail, they shou a provide i broad perspective with- 
in which policy decisions concerning the future may be made. The factors 
considered in the projections and the assumptions used wiU be stated 
throughout, so that the logic of the projection techniques may be 
evaluated by the reader. 

A primary factor used in the projections of resource requirements 
was expected FTE enrollments. The enrollment projections developed in 
an earlier Master Plan-Phase IV report were used. (The procedures used 
to develop those projections are discussed in that report). The 
resources required per FTE student in each sector of higher education 
were established using historical enrollment and financial support data. 
In most cases these unit costs were the foundation of the resource re- 
quirement projection. Projections were developed by applying these unit 
costs to expected enrollment growth with adjustments to reflect program 
expansion, various rates of inflation, and other factors. 

The resource reauirement projections primarily focus on higher 
education institutions, agencies, programs and activities which rely on 
State appropriated funds for financial support. As has been shown in 
an earlier chapter of this report, most sectors of Illinois higher ed- 
ucation receive some State financial support in the form of direct or 
indirect grants. The projections do not include those higher education 
programs and activities which have historically been financed through 
non-appropriated funds. For example, the projections for public uni- 
versities do not include organized research activities which are 
currently supported by non-appropriated sources of funds. Likewise, 
non-appropriated funds for auxiliary enterprises are not included, but 
any existing state subsidies for these activities are included. 

In the case of the public community colleges total resource 
reouirements have been projected. This was done because the community 
colleges rely on two sources of public tax funds. The local property 
tax revenue share is unlikely to keep pace with inflation or with 
enrollment growth, thus creating a potential revenue shortfall* 

The resource reauirement projections begin with the basic assump- 
tion that no major changes will occur in the nature and characteristics 
of higher education. Since it is impossible to predict with any degree 
of accuracy what specific chaages might occur by 1985, the projections 
start with a series based on the existing conditions and conclude with 
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a discussion of how these conditions could be ^^^^^ed to bring about 
different future outcomes. The projection series could be changed 
futher to reflect other assumptions thus resulting in sigmricantly 
different outcomes. 

The base projection series is based on the following assumptions: 

1 The existing form of state financial support to Illinois 
" higher education will remain unchanged. Under this assumption 
public universities will continue to depend heavily on the 
support of State general revenue tax appropriations. Com- 
munity colleges will continue to rely on a mixture of funding 
sources including state appropriated grants, local tax 
revenues, and student tuition and fees. 

2. Student financial assistance programs will continue to be ad- 
justed to meet the growth in the number of students seeking 
and receiving monetary awards as well as increases in tuition. 

3. State financial assistance to private colleges and universities 
will continue to be increased to meet inflationary cost growth. 

4. The tuition policies experienced in recent years in the three 
sectors of higher education will remain unchanged. Tuition 
rates at the public community colleges and private colleges 
and universities will be increased in proportion to general 
price inflation. Tuition rates at the public universities 
will remain unchanged. 

5. Financial support for higher education activities such as 
those supported through the Higher Education Cooperation Act 
will continue to be increased to reflect the impact of in- 
flation. 

6. No changes will be made to the current method of financing the 
State Universities Retirement System. The employer con- 
tributions will continue to be made at a level sufficient to 
cover minimum payout requirements. 

The staff report on enrollment projections provides data on expected 
full-Smel^cuivalent (FTE) enrollments by the categories baccalaureate 
and occupational, general studies, and graduate P"f"°f- .^"^^ 
lections did not indicate how these enrollments would be distributed 
i^ong ^he three sectors of higher education (public universities, public 
TZlnZ colleges and private institutions), ^ith the resource re- 
auirement projection technique used, projected enrollments by these 
three sectors were necessary. 

For these projections, all general studies enrollment was assigned 
to the Jubl" community colleges since historically almost the entire 



III-2 



ERIC 



of 



enrollment in this category has been at the public community colleges. 
The assignment of baccalaureate and occupational enrollment growth was 
not as easy. In recent years the public community colleges' share of 
this enrollment category has grown while enrollments at the private 
institutions and public universities have been relatively stable. It 
is tempting to continue the projection of this historical trend line. 
However, there are several reasons such a projection may not be 
realistic. First, community colleges have been in a developmental 
phase during the last decade. Fall term FTE enrollments at the com- 
munity colleges have grown from 29,000 in Fiscal Year 1966 to more than 
119,000 in Fiscal Year 1975. The second reason is that community 
college districts have been expanding in number and territory during 
the historical period in question. Currently, almost the entire state 
is covered by community college districts. A continuance of the his- 
torical enrollment trend lines implies that existing community colleges 
will continue to attract a larger share of the baccalaureate and 
occupational student pool even though community colleges are nearing 
the end of their developmental phase and the number of districts and 
the scope of territory will not expand as they have in the past. Such 
a continuance implies that there will be a set of statewide policies 
which will encourage enrollments at community colleges at the expense 
of the public university and private sectors. 

For resource requirement projection purposes such a statewide 
policy implication was not assumed. The resource projections are based 
on the assumption that baccalaureate and occupational enrollments 
through FY1982 will grow in proportion to the existing distribution among 
the three sectors. Thus the resource requirement projections are based 
on these enrollment assumptions: 

1. Growth in general studies enrollment will occur entirely in 
the public community college sector. 

2. Undergraduate enrollment growth will occur in the three sectors 
in proportion to the percentage shares of undergraduate bac- 
calaureate and occupational enrollments which now exist. 
Therefore, the enrollment projections assume that none of the 
three sectors will gain a proportionately larger share of 
undergraduate baccalaureate and occupational enrollment during 
the projection period. 

3. Growth in graduate enrollment will be distributed among the 
public universities and private colleges and universities in 
proportion to the existing distribution. 

While some may argue with certain of these assumptions, it will be 
shown later in this chapter that from a statewide viewpoint the pre- 
cise distribution of the total enrollment among the three sectors is not 
a critical factor in determining the total level of resources required. 
Only unprecedented shifts from one sector to another would have a 
significant impact on the resource projections. 
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A further assumption relative to these enrollment projections by 
sector is chat no major policy changes will occur in Illinois higher 
education. As an example, a change in the policy of providing fi- 
nancial support to graduate students at public universities would affect 
the level of graduate enrollment. No such changes have been projected. 

The enrollment projections by sector and student level are shown 
in Table III-l. These enrollment projections are for the fall term, 
normally counted and reported as of the 10th day of the term. For tha 
public community colleges, funding is based on apportionment enrollments 
as of the middle of each academic term. In recent years annual appor- 
tionment enrollments for the full year have been significantly higher 
than the enrollments at the fall term reporting date. A factor re- 
flecting these higher apportionment enrollments waa incorporated before 
resource projections were made. 

Inflation, like enrollment changes, is expected to continue to have 
a significant effect on the resource requirements of higher education. 
It is impossible to forecast future levels of inflation with any dcf^ree 
of accuracy. While economists disagree about specific future jnflatlouary 
trends, most concur that inflation levels in the future will exceed thoae 
rates experienced during the last decade. For this reason, three se*p- 
arate levels of inflation were used to project higher education resource 
requirements. The inflation rates used in the three projection series 
are: 

Series I 6 percent inflation 
Series II 8 percent inflation 
Series III 10 percent inflation 

The Projection Techniques 

The following is a brief discussion of the resource projection 
techniques for each of the mejor higher education components. 

Public Universities 

Projec^.ed resource requirements for the public universities were 
based on projected changes in enrollment, inflation rates, new require- 
ments for health prognun expansion through FY1980, and improved pro- 
ductivity. Enrollment growth in these projections was funded at 50 
percent of the average cost per FTE student. This view of enrollment 
growth is based upon a marginal cost concept. Such a concept assumes 
that new students enrolled at established institutions do not require 
new financial support equivalent to the total average cost per FTE 
student. The most recent BHE Cost Study data supports this assumption. 
The data reveal that the marginal coat for new enrollment in the public 
universities has been approximately 50 percent ot the average total 
cost prr student. 
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The resource requirement P^j^ctions also include an annual 
n»*.tive adiustment for productivity gams. These productivicy gains 
ar! ass^d toTe one percent annually for the projections. 

The projections also include incremental amounts for continuing 
the eS^sioi of health education programs through fiscal year 1980. 
The incremental amounts added for this purpose were. 

FY1977 $5.6 million 



4.1 million 
3.4 million 
FV1980 2.2 million 



r 11978 

PY1979 3.4 million 



Th.,. incremental amounts were inflated at the appropriate rate 

expanded programs. 

resource requirement projections, enrollments were weighted 

th. «ight.d -oil-" £=' r™ pr=- 
J«tSn purposes Is 2.500 - l.OOO + (3 x 500) - 2,500. 

Public Congy ^"^^ Colleges 

The resource requirement projections for the P^^ic com^ini^ 

gains, and funding new enrollments at ^e 50 Percent marg ^^^^^ 
^rs Tercrn/eTerran^^^^ --i? for 

ect;d L"! a poJtionments were ^-"f °° ^'^^^i^.rim^^t " 
annual apportionment enrollments to fall term FEE enrollments. 

fY1977 113 percent 

m978 110 percent 

PY1979 108 percent 

FY1980 108 and thereafter through FY1985 

The resource requirements projected for community "ll'^es include 
only Se IL>unts of state grants assuming there are no c^^^f" " die 
^rrent mSod of financing community colleges. However financing 
^nity college resource requirements is a special issue to be 
discussed later in this report. 
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Illinois State Scholarship Commission 



Resource requirements for the Illinois State Scholarship Commission 
are based on the assumption that no major program changes will be made. 
These resource requirements were developed from the projected enrollment 
growth by sector and the inflation rates for each of the projection 
series. However, the inflation rates are not included in the projected 
requirements for monetary awards in the public university sector since 
the projection series includes no tuition rate increases for this sector. 
The projected requirements for ISSC are based on the assumption that 
ISSC programs will be adjusted periodically to recognize tuition rate 
increases at private colleges and universities by increasing the maximum 
award. It has also been assumed that Federally funded financial assis- 
tance programs will continue to expand. For example, the Federal Basic 
Educational Opportunity Grant program has been growing rapidly. It is 
anticipated that these grants will meet the financial needs of students 
vrtxich are not currently met by ISSC programs. The ISSC monetary award 
program assists needy students in the payment of tuition and fees. 
The Basic Educational Opportunity Grant program will provide financially 
needy students assistance for other costs of education such as room, 
board and transportation. 

Administrative support for ISSC was projected based on inflation 
levels with annual negative adjustments to base appropriations for 
productivity gains. 

Financial Assistance to Private Colleges and nUiversities 

The resource projections 'for the Illinois Financial Assistance Act 
assume no major substantive changes to the current program. The pro- 
jection takes into consideration the inflation levels Included in each 
projection serl«as, and assumes that the current program will be adjusted 
periodically to keep pace with inflation. 

Health Services Grants Act 

Resource requirements for this program will begin to stabilize by 
Fiscal Year 1980 primarily because die State's commitments to provide 
grants for needed capital construction should have been completed by 
that time. During the period Fiscal Year 1977 through 1985, it was 
assumed that requirements for operating grants would grow In pro- 
portion to the rates of inflation. 

Hj jgier Education Cooperation Act 

Funding requirements for these programs were projected to grow In 
proportion to inflation rates. Included in this grant program is the 
funding of the Mid-Illinois Computer Consortium, a joint computer pro- 
gram for six public universities. 
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Board of Higher Education 

The projections assume that resource requirements for the Board 
of Higher Education will grow in proportion to inflation rates. The 
projections include an annual negative adjustment of one percent to 
base appropriations for productivity gains. 

Retirement 

Projections for employer retirement contributions to the State 
University Retirement System are based on estimates provided by the State 
University Retirement System staff. The projected amounts are the levels 
which will be reouired to meet minimum "payout" levels under an in- 
flation rate of three percent. Relative to the projection for other 
components of higher education, these estimates are quite conservative. 

IBA Rentals 

Rental payments to the Illinois Building Authority probably will 
not decline until after fiscal year 1985. This assumes that those bond 
issues callable during the projection period will not be called because 
the interest rates on those issues are much lower than those on 
current bonds. 

The Projections 

Tables III-2 through 4 show resource requirements for each of the 
major components of higher education. Each of these tables shows 
resource requirements for a separate projection series. The pro- 
jected resource requirements for the public community colleges on 
Tables III-2 through 4 include only the state funded portion. 
Tables III-5 through 7 show total projected resource requirements and 
revenue sources for the public community colleges. The projections 
in these tables show that public coomiunity colleges will have sub- 
stantial revenue shortfalls throughout the planning period. Under 
projection series I (6 percent inflation) , the revenue shortfall is 
projected to be $7.7 million in FY1977. By FY1985, it will be more 
than $26 million. The special financing issue of public community 
colleges will be discussed in greater detail later. 

Tables III-8 through 10 show total resource requirements for 
higher education, total projected amounts for the Universities Income 
Fund and the net amount to be financed by general revenue tax appro- 
priations. The percentage amount shown is the percentage of the total 
projected State general revenue taxes which will be required for high- 
er education. As can be observed from Table II-5 in Chaper II, the 
percentage share of total general revenue tax appropriations allo- 
cated to higher education has varied substantially since Fiscal Year 
1966, but during the last five years it has averaged about a 16.38 
percent. 
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The projected revenues for the Universities Income Fund shown in 
these tables are based on the projected growth in enrollment for public 
universities through Fiscal Year 1985. No inflation rates were 
applied to these income projections. 

A complete projection of total State general revenue taxes 
for the planning period was not available from any other source in 
State government. For purposes of this study, it was necessary to 
have such a projection so that a complete picture of higher education 
resource requirements could be presented. In the past, growth in State 
general revenue tax receipts has been responsive to inflationary trends. 
Recent ly, rates of revenue growth actually have exceeded inflation 
rates. For projection purposes, it was assumed that general revenue tax 
receipts will grow ac an annual rate of one percent above the rate of 
inflation. Thus, if a 6 percent rate is projected. State general 
revenue tax receipts will grow at a rate of 7 percent. 

Table III-ll shows projected 3tate general revenue tax receipts 
through 1985 using the three projection series. These projections are 
based on the assxmptions that there will be no new taxes nor any major 
changes to the existing taxing structure. The only assumption re- 
flected in the projection is that general revenue tax receipts will 
continue co grow in proportion to the rates of inflation. 

Discussion of Projections 

For purposes of discussing the resource requirement projections. 
Fiscal Years 1977, 1980 and 1985 are selected for each of the pro- 
jection series. 

For projection series I (6 percent inflation), higher education 
faces a possible revenue deficit of almost $30 million in Fiscal Year 
1977. The revenue deficit is the difference between the amount of 
resources required for higher education and the amount of state funds 
available if higher education receives 16.38 percent of state revenues* 
The revenue deficits for projection series I (6 percent inflation) are 
shown on Table III-12. 

By Fiscal Year 1980, the revenue deficit will grow to more than 
$57 million. By 1985, the projected revenue deficit will disappear. 
The disappearance of the revenue deficit is due to the type of pro- 
jection technique used. As has been described earlier, the projections 
are based primarily on enrollment levels. Thus, when enrollments in- 
crease as they are projected to do through Fiscal Year 1982, resource 
requirements increase. However, when enrollments decline as they are 
projected to do in the mid 80 's, resource requirements decrease. Thus, 
the projections for Fiscal Year 1985 imply that higher education will 
take the steps required to reduce resource requirements relative to 
the projected enrollment declines. These steps will be most difficult 
in view of the fact that higher education institutions are labor in- 
tensive and that larger numbers of existing faculty are being granted 
life-time tenure. 
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Table III-12 



Analysis of Projected Resource Requirements , 
Selected Years, FY1977. FY1980 and FY1985. Series I 



(in thousands of dollars) 



FY1977 FY1980 FY1985 



Total Resource Requirements $ 830,557.3 $1,025,946.8 $1,319,814.2 
for Higher Education 

Less Projected Universities 82,747.0 89,035.0 87,115.0 

Income Fund Rev^r^ue 

Amount to be Financed by 747,810.3 936,911.8 1,232,699.2 

General Revenue Tax 
Appropriations 

Amount of General Revenue 719,080.0 880,310.0 1,234,680.0 

Tax Appropriations 

Available to Higher 

Education at 16.38 Per- 
. cent of Projected Total 

Revenues 

Possible Revenue Deficit 28,730.3 56,601.8 , - 0 - 

for Higher Education 
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Table III-13 shows the impact on revenues under projection series 
II (3 percent inflation). Based on economic conditions today, this 
appears to be the most realistic projection series of the three used. 



Table III-13 

Analysis of Projected Resource Requirements ^ 
Selected Years, FY1977. FY1980 and FY1985, Series II 



(ia thousands of dollars) 



FY1977 FYI98Q FY1985 



Total Resource Requirements $ 853,836.4 $1,106,925.4 $1,537,285.4 
for Higher Education 

Less Projected Universities 82,747.0 89,035.0 87,115.0 

Income Fund Revenue 

Amount to be Financed by 771,089.4 1,017,890.4 1,450,170.4 

General Revenue Tax 
Appropriations 

Amount of General Revenue 732,020.0 947,990.0 1,458,640.0 

Tax Appropriations 
Available to Higher 
Education at 16.38 Per- 
cent of Projected Total 
Revenues 

Possible Revenue Deficit 39,069.4 69,900.4 - 0 - 

for Higher Education 



Under this projection series, the revenue deficit for higher ed- 
ucation will be almost $40 million in Fiscal Year 1977. Under this 
projection more than S80 million new general revenue appropriations 
would be required in Fiscal Year 1977 over the amount allocated in 
Fiscal Year 1976. By Fiscal Year 1980, the deficit is projected to be 
almost $70 million. The projections show that the revenue deficit 
disappears in Fiscal Year 1985. But again, this is due to the pro- 
jection technique used which is based heavily on projected enrollments. 
Therefore, as enrollments decline, projected resource requirements de- 
cline accordingly. 

Projection series III (10 percent Inflation) is shown in Table 
III-14. "under this series, the deficit will be more than $50 million 
in Fiscal Year 1977 and will Increase to nearly $90 million by Fiscal 
Year 1980. Again by Fiscal Year 1985, the projection series shows that 



70 

III-22 



revenue and resource requirements are nearly matched in Fiscal Year 
1985. For Fiscal Year 1977, a total increase of more than $100 million 
new general revenue fund appropriations over Fiscal Year 1976 would be 
required. 



Table III-14 



Analysis of Projected Resource Requirements . 
Selected Years, FY1977. FY1980 and FY1985, Series III 



(in thousands of dollars) 



FY1977 FY1980 FY1985 



Total Resource Requirements $ 879,177.2 $1,195,246.5 $1,803,962.6 
for Higher Education 

Less Projected Universities 82,747.0 89,035.0 87,115.0 

Income Fund Revenue 

Amount to be Financed by 796,430.0 1,106,210.0 1,716,850.0 

General Revenue Tax 
Appropriations 

Amount of General Revenue 745,450-0 1,019,500.0 1,717,900.0 

Tax Appropriations 
Available to Higher 
Education at 16.38 Per- 
cent of Projected Total 
Revenues 

Possible Revenue Deficit 50,980.0 86,710.0 - 0 - 

for Higher Education 



This final projection series shows the impact of double-digit 
inflation levels on resource requirements. The impact of recent high 
rates of inflation has been shown in the earlier section of this report 
which surveys historical trends in financing higher education in Illi- 
nois. 

Sensitivity of the Projections 

Some will argue that a change in the distribution of the pro- 
jected eni Iments among the three sectors would greatly reduce the 
revenue deficit. Analysis indicates that while there would be a shift 
in resource requirements by sector, there in fact would not be a sub- 
stantial difference in total resources required. For example, if en- 
rollments at public universities and private institutions were to re- 
main stable at current levels, and all projected enrollment increases 
were to occur in the community college sector. State financed resource 
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requirements for public universities would be reduced by approximately 
$38 million in Fiscal Year 1980. Total resource requirements for 
these additional enrollments at community colleges would be around 
$46 million. These additional enrollments would add to the already 
large projected revenue shortfall for the community colleges. Assuming 
the State would have to finance a considerable share of the additional 
resources required, the impact of this change in enrollments would be 
no more than a $2 or $3 million reduction to projected State resource 
requirements. In view of the projected total State resource require- 
ments of more than $1 billion, this represents a very modest change 
to the projection. Such a change is clearly within the margin of 
error that can be anticipated from projections of this sort. 

In conclusion, substantial revenue deficits for higher education 
are projectad. Dealing with these projected deficits is probably the 
most difficult challenge ahead for higher education. This challenge 
is the topic of the next chapter. 
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FINANCING ISSUES FOR THE FUTURE 



Substantial revenue deficits are projected for higher education, 
as described in the previous chapter of this report. However, these 
resource requirement projections are based on the assumption that no 
major changes will be made to the existing state of higher educa- 
tion. If certain changes are made, additional resource requirements 
will result. These additional requirements will add to the pro- 
jected revenue deficit for higher education described in the previous 
section. 

Additional Resource Requirements 

Community College Revenue Shortfall 

In Chapter III Tables III-5 through 7 show the total resource re- 
quirements and projected revenues for community colleges. These tables 
also show a potential revenue shortfall under each of the projection 
series, caused by the failure of local tax revenue to keep pace with 
inflation and growing enrollments. This revenue shortfall was described 
in detail in the Committee Report on Financing Public Community Colleges. 
In projection series I (6 percent inflation) the potential revenue 
shortfall for public community colleges will be $7.7 million in FY1977. 
By FY1985, the revenue shortfall will grow to more than $26.3 million. 
Under projection series II (8 percent inflation), the revenue shortfall 
in FY1977 will be $13.8 million, but it would increase to more than 
$50. million by FY1985. None of this shortfall is included in the pro- 
jected state resource requirements for higher education presented in 
the previous chapter. If the State is to provide funds to assist in 
meeting this shortfall, additional resources will be required. For 
example, if the State meets half of the revenue shortfall in FY1977, 
an additional $6 to $7 million will be required under projection 
series II (8 percent inflation). 

It is probable that the revenue shortfall for the community colleges 
will not be eliminated by any single course of action. It will require 
a combination of steps and efforts by the State and the community 
colleges. In addition to State assistance the shortfall may be re- 
duced through productivity increases beyond those already assumed, mod- 
ification, consolidation or elimination of high cost programs to in- 
crease local taxes where voter support may be obtained, and/or 
increased tuition charges and other user fees for services which now 
are provided without charge or for an unusually low fee. While the 
appropriate steps to conserve resources will vary from campus to 
campus, actions such as these combined with growth in state assistance 
will be necessary to balance the budget in community colleges. 

Retirement Funding 

Another potential source of additional resource requirements not 
included in the projection series is the State University Retirement 
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System. Currently the State provides funding sufficient to cover the 
State's share of benefit payments to those retired while incurring an 
obligation to pay future retirement benefits to current employees. 
Under a full funding plan, the full amount of the employer obligation 
foi each current employee would be paid annually. Most of the con- 
tributions would be invested and paid as benefits to employees retir- 
ing in the future. The Illinois Pension Laws Commission has rec- 
ommended a retirement financing plan which would have the State phase 
into a full fundiag program over a period of years. Under this plan, 
an additional 1 percent of personal services for employees covered by 
the University Retirement System would be provided each year until full 
funding is reached. Such a funding plan would stabilize the amount of 
obligations, which under the existing funding practices are growing by 
substantial sums each year. This plan would require substantial new 
State resources. Table IV-1 shows the estimate of additional resource 
requirements to implement this financing plan. These estimates are 
based on projected levels of personal services expenditures at the 
public universities and community colleges at a 6 percent inflation 
rate. 



Table IV-1 



Resource Requirements for Stabilizing Funding of State 
University Retirement System 



FY1977 
FY1978 
m979 
m980 
m981 
FYi982 
FY1983 
m984 
m985 



Total Additional 
Amounts Required 

$ 12.9 million 
20.6 
29.7 
39.3 
50.4 
61.9 
74.0 
87.1 
100.9 



Annual 
Increments 



S 7.7 million 

9.1 
10.0 
11.1 
11.5 
12.1 
13.1 
13.8 



These requirements also have not been included in the projections 
described in Chapter III. 



New Building Maintenance 

Based on current data available from public universities, non- 
residen'-i.al buildings under construction or planned for construction 
in the immediate future total approximately 3 million gross square feet. 
Operation and maintenance funding for these buildings will require a 
minimum addition of 6 million dollars. This is new space already 
planned and approved by the appropriate agencies. These estimated 
additional resource requirements do not include an allowance for in- 
flation. There will probably be additional resource requirements for 
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operating support to non-residential space which has not yet been planned 
or approved for construction. These facilities could be operational by 
FY1985, thus requiring additional operation and maintenance support. 

Support for Nonpublic Higher Education 

The Nonpublic Advisory Committee has recommended that the rec- 
ommendations of the study on Nonpublic Higher Education in Illinois be 
revised to include the following. 

1- Funding the Illinois Financial Assistance Act at an annual 
amount of $13 million. The current funding level for FY1976 
is about $6.8 million. Based on this recommendation support 
for this program would be inflated from a base of $13 million. 
This recommendation would require an additional $6 million 
in funding support. 

2. Increasing the ISSC maximum monetary award to $2,000. In- 
creasing the maximum ISSC award to $2,000 would require an 
estimated $9 million over current projections. 

Both of these amounts would increase with inflation over time. 

New Program Request s 

New and expanded program requests for public universities have 
been ranging between $5 to $6 million annually. Additional' resources 
would be required to finance new educational technology such as ed- 
ucational TV. Annual operating costs for a statewide public ed- 
ucational TV network would probably range from $7 to $10 million. 
These amounts do not include estimated capital requirements. 

These are some of the additional resource requirements not in- 
cluded in the projections outlined in Chapter III. These additional 
requirements will increase the revenue deficit described in Chapter 
III. The impact of these additional resource requirements on the 
revenue deficits of projection series II (8 percent inflation) is 
shown in Table IV-2. 

For FY1977, the potential impact of these additional resource re- 
quirements could go as high as $42 million. By FY1980, if all of these 
additional resource requirements were to be funded, the revenue 
deficit would increase from $70 million to more than $162 million. 
These estimates help convey the scope of the financial problem with 
which higher education will be faced in the coming decade. 

Reducing the Revenue Deficit 

This section will discuss ways to reduce the revenue deficit. In 
some Cases, the potential resource requirement impact can be identified. 
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Table IV- 2 

Additional Resource Requirements 
for Higher Education and Impact 
on Projected Revenue Deficit 



(in millions of dollars) 



m977 FY1980 FY1985 



Revenue Deficit $ 39,1 $ 69 >9 » 

for Higher Education 
under Projection Series 
II (8 percent inflation) 

Partial State Funding 6.0 13.0 25.0 

of Community Colleges 
Revenue Shortfall under 
Projection Series II 
(8 percent inflation) 

Additional Funding for 12.9 39.3 100.9 

State University 
Retirement System 

Operating Support 1.0 6.7 9.4 

for New Buildings 
Under Construction 
or Planned for 
Construction 

Additional Funding 16.0 20.2 29.6 

Recommended for 
Nonpublic Higher 
Education (8 per- 
cent inflation) 

New and Expanded 5.0 6.5 9.1 

Program Requests from 
Public Universities 

Establishment of a 2.0 7.0 10.0 

Statewide Ed. TV 
Network 



Total Additional 42.9 92.7 184.0 

Resource Requirements 

Total Revenue Deficit $ 82.0 $162.6 $184.0 
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In other cases, it is impossible to ini'cate the potential impact of 
suggested deficit reduction raeasui^^s on resource requirements. The 
fact that a program or activity is included in this section is no way 
a suggestion that it should be discontinued. It is included as an 
item, which is to be reviewed carefully as priorities of higher ed- 
ucation are reassessed. All of the areas will involve questions of 
policy. 

Planning and Management for Growth and Decline 

According to the resource requirement projections, higher ed- 
ucation faces an era of scarce resources through fiscal year 1980, but 
in the early 1980 's enrollments are projected to decline. These 
enrollment declines will reduce resource requirements. However, higher 
education will not be able to adjust its resource requirements relative 
to the enrollment declines without careful long-range planning. In 
effect, higher education must plan now for the enrollment declines of 
the 1980 's while at the same time absorbing the gradual enrollment in- 
creases projected for the period 1977 through 1982. 

One possible way to prepare for decreased enrollments is to use 
the existing productive capacity to its maximum. Rather than adding 
new faculty for the small enrollment increases projected in the 
interim period, the productivity of existing faculty can be increased 
to accommodate the new enrollments. Rather than expanding campus 
facilities at some locations to accommodate new enrollments, it may be 
necessary to consider policies which encourage enrollments at those 
campuses which are currently under utilized. All of these steps will re- 
quire more effective planning and management by higher education 
institutions and agencies. 

While the projections described in Chapter III were based on an 
assumption of productivity gains, they will not be realized without 
careful planning and management. The projections assumed that a one 
percent productivity would be realized during the planning period. It 
may be necessary to achieve even greater productivity gains than those 
included in the resource requirement projections if the revenue 
deficit is to be closed. For institutions, productivity is increased 
essentially by increasing the student - to - faculty ratios. In other 
agencies of higher education, other measures will have to be found to 
achieve productivity gains. 

Since enrollments are projected to grow through 1980, but decline 
thereafter, higher education could accomplish significant productivity 
gains by absorbing the new enrollments with little or no new resources. 
The projection model used assumes that new resources equivalent to 
one/half the average costs would be required for new enrollments. Re- 
ducing the rate of marginal cost to twenty- five percent of the average 
costs would in fact result in productivity gains. 
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Resource Reallocation 



Higher education programs and activities must be adjusted to meet 
constantly changing needs and conditions. In a period of scarce re- 
sources, institutions may have to start new programs and activities 
without additional financial resources. This can be accomplished by 
stopping or phasing down those programs and activities for which there 
is a lower priority.' The resources from these discontinued or re- 
duced activities and programs could then be reallocated to support new 
programs and activities. This will require that institutions review 
existing academic and administrative support programs and activities. 

The review of existing programs should include the consideration 
of resources generated or not generated by a program as well as an 
examination of the value of the program and its cost. For example, 
institutional tuition waivers for graduate students in public uni- 
versities now exceed $6 million. The extent of these waivers should 
be examined in view of the high cost of graduate education, the dec- 
reasing demand for Ph.D. 's and the significant public subsidies 
already provided ior graduate education. A reduction in the number of 
tuition waivers granted to graduate students in certain programs could 
produce revenue for higher priority needs. 

The resource requirement projections described in Chapter III did 
not Include additional funds for expanding programs or initiating new 
programs except for continued health program expansion. In an earlier 
section of this chapter, it was indicated that approximately $5 to $6 
million annually probably will be requested for initiation of new pro- 
grams and for the expansion of existing programs. Reallocation of 
resources from existing programs and activities could provide the re- 
sources necessary to meet these additional requirements as well as 
resources to offset project deficits. 

State Supported Research 

Currently, more than $18 million in state appropriated funds are 
allocated to support organized research activities. In some cases » 
this financial support is not matched or supplemented by non- 
appropriated sources of funds. In an era of scarce resources, these 
State funded research efforts will have to be reviewed to determine 
what benefits are being provided to the Illinois public. External 
sources or state funds for research projects related to specific 
public needs should assume greater importance. 

Public Service Programs 

In FY197S, public universities allocated almost $13 million in 
direct support to public service programs. These amounts not in- 
clude the resources required to support countless public service 
activities by faculty and administrators. Higher education in- 
stitutions have historically provided special services to the public. 
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Public service programs and activities should be reviewed and 
a determination made regarding their appropriateness as a higher ed- 
ucation endeavor. If another public agency has been established and 
funded to provide a public service, higher education should not be 
providing the same service. Other programs and activities may be more 
appropriately carried on in other private or public agencies. 

Subsidies to Auxiliary Enterprises 

Many public institutions currently operate auxiliary enterprises 
such as student unions, housing units, cafeterias, bookstores, uni- 
versity presses, parking facilities and similar enterprises. For the 
most part, these enterprises are supported financially by fee revenue 
which is collected from the usar of the facilities or services. How- 
ever, there are direct and indirect State funded subsidies to these 
operations. These subsidies are provided in various forms such as 
paying utility bills, providing police and fire protection, paying 
debt servicing costs and supporting general administrative overhead 
expenditures. As higher education faces an era of scarce resources, 
it may be necessary to review State funded subsidies. This topic is 
closely related to user fees, but it is an area which deserves special 
comment. 

User Fees 

Currently universities and colleges offer many special services 
to the public. Some of these special services are financed, wholly or 
in part, by fees charged to users. A review of all higher education 
programs and activities should be made to determine whether or not user 
fees can be charged to defer some or all of the expenses of rendering 
the services. In cases where user fees are currently being charged, it 
may be necessary to consider increases so that more of the costs may be 
covered by fee revenue. Where feasible user fees should cover all 
costs of providing the special services, both direct and indirect. 
Examples of special services which could be financially supported by 
tiser fees include: 

Special institutes, lectures, conferences and seminars. 
Noncredit courses for intellectual and cultural improvement. 

— Campus parking for faculty and administrators. 
Bulletins, periodicals and publications. 

— Public broadcast services. 

Other services to government agencies, private businesses and 
individuals. 

Tuition at Public Universities 

The Tuition Study Committee has recommended that tuition charges 
at public universities be increased. The Committee Report contains an 
outline of a plan for increasing tuition rates to one /third of under- 
graduate instructional costs. The Committee further recommends that 
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graduate tuition rates be increased to a level 133 1/3 percent of under- 
graduate tuition rates. In the projections described in Chapter III 
of this Report, no tuition lacreases by public universities are in- 
cluded. As a result the tuition rates at public universities used in 
Che projections decline relative to the rates charges by public 
community colleges and private colleges and universities. 

The Tuition Study Committee has recommended that the proposed 
tuition policy be implemented by FY1980. The undergraduate tuition* 
rates shown in the table IV-3 are 1/3 of the projected undergraduate 
instructional costs. The graduate tuition rates are 133 1/3 percent of 
the undergraduate tuition rates. Tuition rates for students of medicine, 
dentistry and veterinary medicine programs follow the Tuition Study 
Committee's recommendation* 

Implementation of the recommended tuition policy will increase the 
amount of revenue available to the universities income fund. To make 
these revenue projections , it was assumed that tuition rates will be 
increased gradually towards the levels required by FY1980. Under this 
plan, the undergraduate tuition rate increases would not exceed $60 
for any of the four years. Graduate tuition increases will average a 
little more than $100 annually for the four-year period. The tuition 
races by academic level used to project the increased amounts for the 
universities income fund are shown in Table IV-3. 

Table IV-3 



Projected Tuition Rates to 
Achieve Recommended Tuition Policy by FY1980 
(assuming 8% inflation) 



Academic Level/ 


Current Rates 




Fiscal 


Years 




Program Area 


Averag;ed 


1977 


1978 


1979 


1980 


Undergraduate 


437 


$ -35 


$ 535 


$ 590 


$ 640 


Graduate 


437 


575 


645 


715 


785 


Medicine 


656 


1,250 


1,380 


1,520 


1,650 


Dentistry 


606 


900 


995 


1,100 


1,195 


Veterinary Medicine 


496 


750 


830 


915 


995 



The estimated amount of additional revenue resulting from these tuition in- 
creases is shown in Table IV-4 below. These additional amounts would be 
available for each of the years shown. 
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Table IV-4 



Estimated Additional Revenue Resulting 
From Tuition Rate Increases 

Fiscal Years 

(in million of dollars) 1977 1978 1979 1980 



Universities Income Fund 

Revenue From Tuition Increases $ 92.2 $103.9 $116.1 $127*5 



Projected Universities Income 
Fund Under Current State 

Projection 82.7 85.8 87.6 89.0 

Additional Revenue-Cummulative 9.5 18.1 28.5 38.5 

The Tuition Study Committee has also recommended that student aid pro- 
grama be increased "to offset the Impact of any proposed tuition increases 
on financially needy students." Based on data provided by the Illinois 
State Scholarship Connission, it is estimated that the following additional 
State resource requirements are needed to offset the effects of the 
tuition increase for each of the years. 



Table IV-5 



Estimate d Additional State Resource Requirements 
For The ISSC Programs 

Additional Resource 
Requirements 
Fiscal Year For ISSC 

1977 $2.1 million 

1978 4.0 million 1^ 

1979 6.1 million 

1980 8.0 million 



Even with the additional net revenues resulting from the reconmended 
tuition increases, a substantial revenue deficit remains 

The ISSC estimates are based on the assumption that the scope of 
its programs will not change. Therefore, the ISSC estimates assume that 
other forms of financial assistance will continue to be available to 
offset the Impact of the other student costs. The net revenues generated 
by a tuition increase after considering the additional requirements of 
ISSC are shown on the following table. 
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Table IV-6 



Net New Revenues Resulting 
From The Proposed Tuition Rate Increases 

Fiscal Years 



(In million of dollars) 1977 1978 1979 1980 

New Revenue Resulting From 

Tuition Increase $9,5 $18.1 $28.5 $38.5 

State Resource Requirements 2.1 4.0 6«1 8«0 

For ISSC 

Net New Revenues -Cummulatlve 7«4 14.1 22.4 30.5 

While Increasing tniltlon rates at the public universities will 
generate significant new simis of revenue, they cannot eliminate the 
revenue deficit under projection series II. 

Table IV-7 

Revenue Deficit After Tuition Rate 
Increases, Projection Series II (8 percent Inflation) 

FY1977 FY1978 FY1979 FY1980 

Revenue Deficit Before $39.1 $52.8 $63.8 $69.9 

Tuition Increase 

New Additional Revenue 
Resulting From Increased 

Tuition 7.4 14.1 22.4 30.5 

Remaining Revenue Deficit 31.7 38.7 41.4 39.4 

Increased State Tax Support 

The historical expenditure data reviewed in Chapter II shoved thac 
higher education's percentage share of total State general revenue tax 
appropriations has varied from year to year. However, in recent years 
this level of general revenue tax support to higher education has been 
relatively stable at a little more than 16 percent of total general 
revenue appropriations. The revenue deficits projected in Chapter III 
were based on an allocation of 16.38 percent of total general revenue 
tax funds to higher education. While higher education can implanent 
many measures to conserve and reallocate resources, a combination of 
actions will be necessary to reduce the projected revenue deficit. In- 
creasing the level of State general revenue tax support to higher 
education is clearly another possible measure for reducing the pro- 
jected revenue deficit. 
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Reassessment of Priorities 



In a sense, all of the above suggestions call for a reassessment 
of priorities. This process must start at the level of campuses and 
agencies and continue to the governing board and coordinating board 
levels. In a tijne of scarce resources , it is even more essential to 
have clearly defined priorities* What can and should be done with a 
given level of resource support? Is the existing mix of under- 
graduate, graduate, vocational, and professional programs appropriate 
to the needs and priorities of the public? Is the level of public 
expenditure required by individual programs justified by their value 
to the public? Clearly defined priorities are at the heart of an 
effective planning process. 

Reassessment of priorities sliould not stop with the higher ed- 
ucation community. The people of Illinois, the Governor, and the 
General Assembly should reassess statewide priorities. What does the 
State of Illinois want to accomplish and how much can be supported 
financially? On the statewide level, higher education must be 
evaluated along with all other state supported services. 

We are confident that from such an evaluation higher education 
will continue to receive financial and programmatic support from 
the citizen of Illinois. 
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